This study examines the relationship between tourism demand for Turkey and national income of the tourist generating country at constant prices, and relative prices (prices in the host country divided by prices in tourist generating country). In determining the relationship, a double-logarithmic functional form of the regression model is used. Taking the period 1980-1993 as the base of the study, 18 countries which constitute an important percentage of tourism demand in Turkey have been chosen. In general, the results indicate a positive relationship between tourists arrivals and national income of tourist generating countries, and a negative relationship between tourist arrivals and relative prices.
Introduction
Econometric methods have been widely used to study tourism demand in various countries. The aim of these studies has been to determine the factors affecting demand and to forecast tourist arrivals in order to develop appropriate policies for the tourism sector.
There are various articles surveying the approaches used for this purpose. '~ In most of these studies, tourist arrivals are expressed as a function of certain explanatory variables. The most important ones are per capita income in the tourist generating country, exchange rate, population of the tourist generating country, prices in the host country, cost of travel, distance between the countries, and the attractiveness of the host country. Most of the econometric studies use time-series data on a yearly basis.
In many cases, the empirical results obtained are not very satisfactory, especially in cases where exchange rate, travel expenses and prices in the host country are included as explanatory variables. As examples, see references 4, 6-12. The main explanations for these unsatisfactory results are:
(1) Yearly time-series data do not cover enough years. Small sample size is one factor leading to large standard errors of the parameters estimated. (2) Instead of working with small, compact models, most researchers use models with many explanatory variables which generally lead to the problem of multicollinearity and thereby unsatisfactory t-tests.
Unfortunately, in most of these articles the unsatisfactory results are not analyzed in terms of multicollinearity. In a model which includes population, per capita income, exchange rate and consumer price index, the chances are high that the issue of multicollinearity will arise. Because population and per capita income, as well as exchange rate and consumer price index, may be linearly correlated with each other, leading to high standard errors, low t-statistics and consequently unsatisfactory t-test results will follow. One approach may be to have a single national income variable, instead of per capita income and population variables, and a single relative price variable, instead of exchange rate and consumer price indexes. Also, the fewer the explanatory variables, the higher will the degrees of freedom which is very important in estimation and t-tests. See for example, Ertek. '~ The article by Smeral et al. '4 adopts such an approach to the problem and takes GDP and relative price as explanatory variables. For some countries they add a dummy or trend variable to represent special events. The results are quite satisfactory and in conformity with economic theory. Following the same approach, the factors which affect tourism demand in Turkey will be analyzed. However, demand will be disaggregated with respect to individual tourist-generating countries and a double-logarithmic functional form used instead of a linear form as explained as follows.
Tourism demand model
This approach, parallel to that of Smeral et al., ~ will apply the basic theoretical tools of micro-economics and international trade. The most Research Note: S Akt~" important variables explaining demand for a product are price of the product, prices of the related goods and income. In the case of international trade, the most important variables affecting imports are level of national income and relative prices (foreign price index divided by domestic price index). In the case of tourism, a country's demand for tourism services of another country depends on the income of the tourist generating country and the relative price index. As a country's income increases, more people can afford to visit other countries as tourists. Also, if prices in a host country decrease in relation to prices in the tourist generating country, this will increase the probability of tourist flow.
Based on this theoretical explanation, the model can be written as:
where T is the number of tourist arrivals; Y is the national income of tourist generating country at constant prices; and P is the relative prices (prices in host country divided by prices in tourist generating country). The problem is how to measure relative prices. Considering the available data, relative prices can be measured by the following formula: 
Estimation and evaluation of tourism demand curves
In this study of tourism demand in Turkey, only the demand from Western countries (including USA, Canada and also Japan) is considered, because of the availability of data. These 18 countries will be presented according to the number of tourists visiting Turkey in the year 1993 (the most recent year for which there is relevant data), rather than in alphabetical order Table 1 .
The study was designed to cover the years between 1970 The statistical results obtained are given in Table" 2. The evaluation of The findings were not tried to be improved by adding a dummy or trend variable to represent irregular factors.
However, the stationarity of the demand series was examined. In most cases, the In T and InP series are integrated to degree 1, and the In Y series are integrated to degree 2. The detailed results are not given since they are not integrated to the same degree, which is very important for co-integration.
Additionally, the sample data cover 14years, which is very small for a meaningful timeseries analysis.
Conclusion
In this study a small, compact econometric model of tourism demand for Turkey is developed on a sound theoretical basis; tourism demand is a function of income and relative price (foreign prices divided by domestic prices).
The double-logarithmic functional form is used, the coefficients being income and price elasticities, respectively. In general, the results indicate a positive relationship between tourist arrivals and national income of tourist generating countries, and a negative relationship between tourist arrivals and relative prices, and are therefore satisfactory. Similarly, income and price elasticities of tourism demand are mostly high in the majority of studies by different researchers for different countries. 2~
The main strengths of this model are: to look at the problem from a pure microeconomic point of view; focusing on only the most important variables explaining demand; and thereby minimizing certain econometric problems such as multicollinearity, and small degrees of freedom.
Since it is beyond the scope of this paper to suggest appropriate policies for the tourism sector, the study has concentrated only on tourism demand and ignored the impact of relative price changes on tourism income. It is clear that an increase in the number of tourist arrivals owing to a decrease in the relative price ratio does not necessarily lead to a rise in tourism income.
